JOINT COMMITTEE ON TAXATION
June 17, 1997

JCX-33-97
- SENATE FINANCE COMMITTEE -
ESTIMATED BUDGET EFFECTS OF A CHAIRMAN'S MARK RELATING TO TAX SIMPLIFICATION PROVISIONS
Fiscat Years 1997 - 2007
{Mitlions of Dollars]
Provision Effective 1997 1998 1999 2000 .. 2001 . 2002 2003 2004 2005 2008 2007 1997-02 1997-07
1. SIMPLIFICATION PROVISIONS RELATING
TO INDIVIDUALS AND BUSINESSES
A. Provisions Relating to Individuals
1. Deduction atiributable to unearned income of
dependent fifers: greater of (a) present jaw; or
(b) earned income plus $250; delink dependent
AMT from parent's AMT position... 1/1/98 - -2 -38 -35 -35 -35 -35 -35 -38 -37 -36 -146 -327
2. Increase de minimis threshold for estlmated
tax to $1.000.. .o tyba 12/31/97 -134 -17 -18 -19 -20 -21 -22 24 =25 26 -208 -326
3. Treatment of certain reimbursed expenses of
reiral Mail CAMMEIS. .o eeerr e tyba 12/31/97 - 1] -1 -1 -1 -1 -1 -1 -1 -1 -1 5 -11
4. Treatment of travel expenses of certain Federal
employees engaged in criminal investigations.......... eit tyea DOE -- [1] [1] 1] [1} 1] 1] m 1} f1] 1] -1 -2
B. Provisions Relating to Businesses Generally
1. Modify look-back method for long-term
contracts... cci tyea DOE -1 2 -3 -4 -4 -4 -4 -5 -5 -5 -14 -37
2. Minimum tax treaiment ol cenam property and
casually inSurance COmMpanies.........cocoviveeeemnnns tyba 12/31/97 -1 -2 -3 -3 -3 -3 -3 -3 -3 -3 -12 -27
3. Pravide for exclusion for construction
aliowances provided to lessees......vemiinnnn tyba 12/31/97 - - - - - e Negligible Rovenue Effeet - - - - - - - -uc v emen i c i st e i e -
4. Shrinkage allowance fer inventory accounting - .- -7 -21 -23 -25 -27 -29 <31 -33 -35 -37 -103 -268
C. Provisions Relating to Partnerships
1. Simplified reporting to partners... tyba 12/31/97 - 6 8 8 8 8 9 g g 9 g 38 83
2. Simplified audit procedure for Iarge partnershlps ...... tyba 12/31/97 - 2 [2] [2] 1 1 1 1 1 1 1 2 8
3. Due date for furnishing infermation to pariners
of large partnerships.......coeeniiciee tyba 12/31/97 - - - - s e ecimc et aa e No Revenue Effact - - - = - c o cemmcc i e
4, Returns required on magnetic media for
partnerships with 100 partners or more....w tyDa 131/87 - c- oo Negligible Revenue Effect - - - - - - - v s s emvcmcnimamennrcecrceae e cmerea-
5. Treatment for partnership items of individual
refirement ACCOUNES......cocccrrincsinniinsiiseenivnennnes YDA T2BIOT - - vvimearsieee e No Revenug Effect = -« < v v e e vr e e e e e
6. Other partnership audit rules.......vermerc e tyba 12/31/97 2 1] 1] f1} [1] [1] [1} " [1} f1] -3 -5

7. Closing parnnership taxable year with respect to
deceased PaNner. ... eiiverecen tyba 12/31/97 11 [1] [t] M [1] [1] [1} fi] ] f1] -1 -1
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Provision Effective 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007  1997-02 1997-07

D. Provisions Relating to Real Estate

Investment Trusts
i. Clarification of limitation on maximum number of

SNANENOIHETS v e tyba DOE  c-crcvmmr i s e Negligible Reventie Effect - - = - - - = - - s e e mm e e e e
2. De minimis rule for tenant services income.............. tybaDOE  cveevemmimiriirrrerrierie e Negligible Revenue Effect - - - < - - < -- e mcccm e s s s
3. Attribution rules applicable to tenant ownership........ typa DOE = ----ccmmmimmme et Negligible Revenue Effect « « == uuv e cmvamerrnroroeoacocr o e o

4. Credit for tax paid by REIT on retain capital

typba DOE - c- it s Negligible ReVene Effet - - - = - === == < - ce e e e e et

5. tyba DOE --- -4 5 -5 -6 -7 -7 -8 -9 -10 -1t -26 72
6. Modification of earnings and profits rules for
determining whether REIT has earnings and

profits from non-REIT year.......ciniiniiieans Wha DOE  scmmcmmim e e s Negligible Revenue Effegt - - - = == ==« === o cwea e e e

7. Treatment of foreclosure property.........coecvvenenneeen. tyba DOE  vemmermmemm oo Negligible Revenue Effect - - - - - - - - - - - << - - ceessaca et cera e eaas

8. Payments under hedging instruments.........cccocee. WbaDOE  c-ceeirrrre oo Negligible Revene Effect - -« « - - - - -« s s tavmasaa e camar e as

9. Excess noncash income.............oeeee tyba DOE - -rmommo i mmm e Negligible Revenue Effaet = =« « = teenesncsrros s eameae oy

10. Prohibited transaction safe harbor.... tyba DOE  c=-vmmmemmmrom e Negligible Rovenue Effact - ==« === e - mmmmam e oo

11. Shared appreciation mortgages.... tyba DOE  cemmermcre o i e eeie e Negligible Reventue Effect - - = - - == - - - <« e e e e o

12. Wholly owned subsidiaries..........cocviinniiiiienannns tyba DOE v oo amiem e Negligible Revente Effact - - - - - == - === c e e e e e

E. Provision Relating to Regulated
investment Companies
1. Repeal 30% gross income limitation for
regulated investment companies.........ceruns tyha DOE - -17 -23 27 -33 -38 -45 -53 -61 -71 -82 -138 -451
F. Taxpayer Protections
1. Provide “reasonable cause” exception for

PENAIES ..ot tyba DOE = - -----eemmmm e e Negligible Revenue Effgct =« - v v v v v s verm e e e
2. Clarification of period for filing claims for refunds..... tyba DOE -----cmmmmc e e r e Negligible Revenue Effect -« =« - - - mcmmcmm i e eeec e cceace e o
3. Repeat authority to disclose whether a

prospective juror has been audited.....oceiiiniiiinnns pca DOE = -----c-m- oo e No Revenue Effgcf - - === o - s cvmc e e e e e e e
4. Clarify statute of limitations for pass-through

BNHHES. ..o fyba = ceeesee e irr e e No Revenug Effect - - - < - - - - oo m e

8. Civil damages for unauthorized inspection of tax
returns or tax retumn information; notification of

unlawful inspecticn or disclosure............ccomuceens voo/a BOE 3] [3] [3] [3] [3] [3] [3} [3] [3] 3] [3] [3] [3]
SUBTOTAL OF SIMPLIFICATION PROVISIONS
RELATING TO INDIVIDUALS AND BUSINESSES.....c..ocvvnrvirmererrrsieeinn - -162 -101 -107 -117 -126 -135 -147 -164 177 -191 617 -1,436

Il. SIMPLIFICATION PROVISIONS RELATING
TO ESTATE AND GIFT TAXES
1. Gifts to charities of over $10,600 exempt from

gift tax filing requirements........ccvammrerrrrmeriiesieninns gmaDOE  ceemmemm e Negligible Revenue Effect - - - < - - << - = s et oo
2. Clarification of waiver of certain rights of

recovery of estate tax from QTIP trust..................... dda DOE s c o m i i m e et Negligible Revenue Fffect - <~ « v v e v e o e oo
3. Transitional rules under section 2056A..........c.i Al OBRA'SD o mmcmmc e e e a Negligible Revenue Effect -~ -« - -« omcm oo a oo
4. Estate and gift tax treatment of short-term :

OID instraments.............co.ccoeii s dqdaDOE = - -----iiuiussmsmrar s oo o Negligible Revents EffeCt - - - - - - e s cusao ettt e aeneneranaenren--

5. Distributions during first 65 days of taxable year
OF @SEAIE.....iiitieice e ddaDOE  cv e Negligible Revenue Effect - - - - - - - = - - = e e e e e cm e ecee e ceecaeac e -
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without submission of records. ...,
. Repeal of required maintenance of records on
- premises of distilled spirits plant.............c.cl
. Fermented material from any brewery may be
received at a distilled spirits plant.............ciiee
. Repeal of requirement for wholesale dealers in
liquOEs to POSE SIGN..cci e,
. Refund of tax to wine returned to bond not
limited to unmerchantable wine............c....coooiiis
. Use of additional ameliorating material in certain
R o U
. Domestically produced beer may be withdrawn
free of fax for use of foreign embassies,
1egations, BC........ccvirienie
Beer may be withdrawn free of tax for
AestUCHON. ...
Authaority te allow drawback on exported beer
without submission of records........oiiernin,
Imported beer or wine transferred in bulk to
brewery or winery without payment of 1aX......cci

10.

11.

12.

feq DOE + 90 days

feq DOE + 80 days

fcq DOE + 90 days
DOE

feq DOE + 90 days

feq DOE + 90 days

fcq DOE + 90 days
fca DOE + 90 days
fcq DOE + 90 days

feq DOE + 90 days

Provision Effective 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007  1997-02 1997-07
6. Separate share rules available to estates................ dda DOE = c---rcci i e Negligible Revenue Effect - v =« s e v rmm s s e e e ec e
7. Executor of estate and beneficiaries treated as
related persons for disallowance of losses............... yba BOE -ccvimmimmc i ae sy Negligible Revenue Effect - - - = - - s e v o e e e e e e
8. Treatment of funeral trusts.........cooevn e tyba BOE - 2 2 2 2 2 2 2 2 2 2 10 20
9. Adjustments for certain gifts within 3 years of
decedent's death.........ccooi e ddaDOE = -c-eemmcrc i e e e NoRevenug Effect - - - - < - - === - - m e et me e r e
10. Clarification of treatment of survivar annuities
under qualified terminable interest rules.........ovveeee ddaDOE = ----eemmmmee e Negligible Revenue Effect - =« - e v emmr o m e m e e e e o
11. Treatment under qualified domestic trust rules
of forms of ownership which are not trusts.............. dda DOE = ---------eeeme e r e e Negligible Revenue Effect =« = = s e emeere s m o ciimieiecimc e o
12. QOpportunity to correct certain fallures under
SECion 2032A.....c e 6 e Negligible Revenue Effect -« - <« < e s v e ce e mm et tiaacacecance e e
13. Authority to waive requirement of United States
trustee for qualified domestic trusts............cconninn dda DOE = ------emmmmmmem e NoRevenue Eff@ct - < v v v e v v v e e e et
SUBTOTAL OF SIMPLIFICATION PROVISIONS
RELATING TO ESTATE AND GIFT TAXES - 2 2 2 2 2 2 2 2 2 2 10 20
111, SIMPLIFICATION PROVISIONS RELATING TO
. EXCISE TAXES, TAX EXEMPT BONDS, AND
OTHER MATTERS
A. Excise Tax Simplification
t. Increase de minimis fimit for after-market
alterations for heavy truck and luxury car
L CoLL = - TSP DOE = crmmmeememe e Negligible Revenue Effect « < <=+ v e v m e mmmm oo
2. Credit or refund for imported bottled distilled
spirits returned to distilled spirits plant.........cceeeu.eo fcq DOE +90 days r==emvrrrrerromrrr oo ecie e o Negligible Revenue Effect - - - - - -« e s v suuic ittt aa s er e an e s
3.. Authority 1o cancel or credit export bonds
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Provision Effective 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 1997-02 1997-07

13. Autharity for IRS to grant exemption from excise

fax registration reguirementS..........civirrrrsesiniins (06 = e R NoRevenue Effect - - - - - - - - - - - oo -mm e e
14. Repeal of excise tax "deadwood" provisions.. (810 = R T R No Revenue Effact - = - == cmcccemce e e
15.. Exemption from truck excise tax for certain

wrecked truck fixups and truck modifications........... 1A1/98 - -5 -8 -8 -8 -9 -9 -10 -10 -11 -1 -38 -89
16. Repeal registration requirement for tax-free

sales of trucks for resale........cooiecninnn. Tl R R Negligible Revenue Effect - - - v v == r s - mmmm e e e e e e e e
17. Move taxation of arrows from tax on assembled

arrows to tax on component pants of 12.4%............. AT I R R R LT Negligible Revenue Effact = « - =« me e vmvverarroan oo o
18. Clarify tax treatment of skydiving fiights as

noncommercial aviation.........oon s, QM7 s e, Negligible Revenue Effecf-------------mmmmimr e e oo o
19. Eliminate double taxation for certain purchases

of aviation fuel from fixed-based operators............... 10/1/87 oo r e oo Negligible Revenue Effac - < - - < - < o m e e oo vt

B. Tax-Exempt Bond Provisions
1. Repeal $100,000 limitation on unspent
proceeds from tax-exempt bond issues under
year exception from rebate.............coeeeeeie. bia DOE - 1] -2 3 -5 -6 -8 9 -10 -1 -12 -17 -65
2, Exclusion from arbitrage rebate for earmings on
bona fide debt service fund under consiruction

Bond rIlES...c bia DOE - [1] -1 -2 3 -3 -4 -5 -6 -6 -7 -9 -37
3. Repeal of debt service based limitation on

investment in certain nonpurpose investments......... biaDOE  cccccrmmicre e Negligible Revenue Effect = - - - - - = s mecm e e e e e o
4. Repeal of expired student loan bond arbitrage

rebate provisions 15,0 = e NoRevenug Effect - - - - - - - - - - o - m ettt s e e

C. Administrative Provisions

1. Clarify jurisdiction of Tax Court with respect to

overpayment determinations... DOE - -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -15 -30
2. Clarity Tax Gourt jurisdiction over |nterest

determinationsS..........cccov e DOE = ccccscrmrm i e NoRevenue Effect - - -~ <~ - e s v e m e c e e e e e
3. Clariy net worth requirements for awards of

administrative or litigation costs; $4 million for

JOINE FEIUMNS . ettt e DCE -1 2 2 -2 -2 2 -2 2 Co2 2 9 -19
4. Clarify Tax Court jurisdiction for independent

COMFACHOTS 1 veraeeiireerinsecr s sen s et eneransaens DOE ciceeesree v e Negligible Revenue Effect - - - - - == - =< - o - oo m e e -

D. Other Provisions

i. Extend due date for first quarier estimated tax

by private foundations... R tyba DOE -- -2 [1] [1} [1] (1] [1] [1] [1] 1] 1] -2 -3
2. Clarification of authority to wﬂhhold Puerto R|co

income taxes from salaries of Federal

EMPIOYEES. it rere e ine e s s b s et 11/98 - -2 -3 -1 -1 -1 -1 -1 -1 -1 -1 -8 -13
3, Certain notices disregarded under provision

increasing interest rate on large corporate

UNAETPAYMENES.cirreieiiiisrs e rrns s irese e esessssbemenans 1A/38 - -1 -1 -1 -1 -1 -1 -1 -1 - -1 -5 -10

SUBTOTAL OF SIMPLIFICATION PROVISIONS RELATING
TO EXCISE TAXES, TAX EXEMPT BONDS, AND
OTHER MATTERS..........covvemmmnnrrnreninnninnan: - -14 -20 ~20 23 -25 -28 -3 =33 =35 -37 -103 -266
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Provision Effective 1997 1998 1999 2000 2001. 2002 2003 2004 2005 2006 2007 1987-02 1997-07

V. PENSION SIMPLIFICATION PROVISIONS
1. Matching centributions for self-employed

individuals not treated as elective deferrals.............. tyba 12/31/97 [4] [4] (4] [4] {4 [4] {4] [4] {4] 4 [5] [6]
2. Contributions to IRAs through payroll

deductions................ Woa 12/31/97 - - - r e Negligible Reventie Effect = - « =« e = axeeemm e a e
3. Plans not dlsquahiled merely by acceptmg

rallover contributions................ s WDAA2BUOT e Negligible Revenue Effgt =« -« - = ca e e ceeecr o
4. Modification of prohlbttlon on asmgnmem or

alienation. DOE =~ cmmmmm i e Negligible Revenue Effet = = - =« e o m e amcammm e
5. Eliminate paperwork burdens on plans.......een, DA DOE - crmcee e e NoBevenug Effact - =« == wnmrcme oo acaece e e r e aae

6. Modifications o section 403(b) exclusion
allowance to conform to section 415

MOdIfICAlIONS. . v e e yba 12/31/88 - [4] 4] [4] [4} [4] {4] [4] i4] [4] [5] [6]
7. New technologies in retirement plans.........cceoee DOE = sccecceacacccassasmrsrmrrrmmmmmmammaeannon No Revenue EffaCi - =« v -wvmememameccccasctcssaaaescanennnaennans
8. Exempt State and local government plans from

nondiscrimination rules............ccccveveeeeseeseerereenens DOE = teemercmamecccsrcccaacescnccmcencrenn- Negligible Rovenue Effect « « <« v emaiasaaeiar i isarnc e ocneos

9. ESOP Provisions:
a. Permit cash distributions in lieu of stock in
the S corporation... fyba 12/31/97 - -c o Negligible Revenue Effect =« - =« o mmc e e m e e e o -
b. Clarification of certaln rules rerahng to
employee stock ownership plans of S

COTROTAHOM. ..ottt tyba 12/31/97 e oo Negligible Revenue EffeCt «« - =« e e s v eecmmomcnrer e cr i rn e oo
10. Medification of 10% tax on nendeductible
COMMMBULIONS v ceavinssranascer e sssrnrsrnaser e rasnrs e sris e tyba 12/31/97 - -2 -3 -3 -3 -3 -3 -3 -3 -3 -3 -14 -29
11. Funding waiver for certain plans with significant i
moriality differences.....coec e, pybA 12397 v o e Negligible Revenue Effect « < « =« v v v vemrvmcrscre i o e
SUBTOTAL OF PENSION SIMPLIFICATION PROVISIONS.. .o iccviesmnniiiaenns - -2 -3 -3 -3 -3 -3 -3 -3 -3 -3 -14 -29

V. FOREIGN SIMPLIFICATION
1. General provisions affecting treatment of

controlled foreign corporations... various - -2 -5 -7 -9 -10 -10 -11 -i2 -13 -14 -33 -93
2. Simplify formation and operation of Internaitonal

JOINE VENUTES. ... various - 1] n -1 -1 A -1 -1 -1 -1 -2 -3 -9
3. Modification of reporting threshold for stock

ownership of a forgign corporation...........cceeveee 1/1/98 - 4] -1 -2 -2 -2 -2 2 -3 -3 -3 -7 -20
4, Simplify franslation of foreign taxes.........ccovvevennens [4] {4) [4] 4] [4] [4] [4] [4] 4] (4] [4] f4]
5. Election to use simplified foreign tax credit

limitation for alternative minimum tax purposes........ tyba 12/31/97 [4] [4) f4] [4] [4) [4] [4] [4] {4] [4] - 2
6. Simplify application of the stock and securities

frading safe harbor... tyba 12/31/97 [1] [1] [11 M [1] [1] [ 1] 1] (1} 1] ft]
7. Simplify foreign tax credlt I|m|tat|on for .

individuals......ooooeii e tyba 12/31/97 - [4] -1 -1 -1 -1 -1 -1 -1 -1 -1 -4 9
8. Simplify treatment of personal transactions

in foreign GUITeNCY....c.coiiii i tyba 12/31/97 - [4] [4] 4] [4] [4] [4] [4] (4] [4] [4] -1 2

9. Transition rule for certain trusts aiti SBJPA - -1 3 -5 -5 5 -5 -5 -5 -5 -5 -19 -44
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1987 1998 1998

Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007  1997-02 1997-07
10. Clarification of delermination of foreign taxes :

deemed PaI.. ..o e DOE - 1] [1] [y [1] 1} [1] [1] k] 1] [1] f1] M

11. Clarification of foreign tax credit limitation for : :
financial services INCOME.......ccoiiinininnrer s serenirens DOE - [1] [1] 1] 1] f11 [1] 11 N ] M [1] 1}

SUBTOTAL OF FOREIGN SIMPLIFICATION AND

OTHER FOREIGN-RELATED PROVISIONS. - -3 -10 -16 . -18 -19 -19 -20 -22 -23 -25 -68 -179
NET TOTAL ciicinrinrinrnsnrmasmsssnninimis i s s e s s ssss ssss s st s ssss sssnasnns - -179 -132 -144 -159 -1 -183 +199 «220 -236 =254 -792 -1,890

Source: Joint Commitiee on Taxation

NOTE: Details may not add to totals due to rounding. Assumed enactment date of 10/1/97.

Legend far "Effective” column:
aiii OBRA'90 = as if included in the Omnibus Budget
Reconciliation Act of 1990
aiii SBJPA = as if included in the Small Business Job
Protection Act of 1996
bia = bonds issued after
cei = contracis completed in

[1] Loss of less than $500,000.
2] Gain of less than $500,000.
[3] Gain of less than $1 million.
[4] Loss of less than $1 million.
{5] Loss of less than $5 million.
{6] Loss of less than $10 million,

dda = decedents dying after
DOE = date of enactment
eii = expenses incurred in

feq DOE + 90 days = first day of the calendar quarter
that begins at least 90 days after date of enactment

gma = gifts made after

pca = proceedings commenced after

pyba = plans years beginning after

tyba = taxable years beginning after
tyea = tax years ending after
veofa = viclations ocourring on or after




